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I. Issue 
 Whether the State Board of Equalization (Board) should initiate the rulemaking process to amend 

Property Tax Rule 133, Business Inventory Exemption, to clarify that the business inventory exemption 
applies to non-reusable, space transportation equipment (space flight property) fabricated and used to 
transport satellites and cargo to locations in outer space and over which the owner relinquishes ultimate 
control at launch under federal law to a Range Safety Officer. 

II. Alternative 1 - Staff Recommendation 
 Staff recommends that the Board authorize publication of the proposed amendments to Rule 133, as set 

forth in Attachment A, to initiate the formal rulemaking process.  

III. Other Alternatives Considered 
Alternative 2 – Conduct Additional Interested Parties Meetings 
The Board could direct staff to initiate further interested party discussions on the proposed amendments 
to Rule 133 before proceeding with the official rulemaking process. 

Alternative 3 – Do Not Amend Rule 133 
The Board could deny authorization to amend Rule 133 as proposed. 
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IV. Background 
 Under Government Code section 15606, subdivision (c), the Board is given the power and duty to 

prescribe rules and regulations to govern local boards of equalization and assessment appeals boards 
when equalizing and county assessors when assessing. Additionally, Government Code section 15606, 
subdivision (f), authorizes the Board to prescribe "rules, regulations, instructions, and forms relating to 
classifications of kinds of property and evaluation procedures." In compliance with this duty, the Board 
adopted Rule 133 to provide guidance on the exemption of business inventories as mandated by Revenue 
and Taxation Code1 sections 129 and 219. 

 Section 219 provides that, "For the 1980-81 fiscal year and fiscal years thereafter, business inventories 
are exempt from taxation and the assessor shall not assess business inventories." Section 129 contains the 
following definition of business inventories: 

"Business inventories" shall include goods intended for sale or lease in the ordinary course of 
business and shall include raw materials and work in process with respect to such goods. 
"Business inventories" shall also include animals and crops held primarily for sale or lease, 
or animals used in the production of food or fiber and feed for such animals. 

"Business inventories" shall not include any goods actually leased or rented on the lien date 
nor shall "business inventories" include business machinery or equipment or office furniture, 
machines or equipment, except when such property is held for sale or lease in the ordinary 
course of business. "Business inventories" shall not include any item held for lease which has 
been or is intended to be used by the lessor prior to or subsequent to the lease. "Business 
inventories" shall not include goods intended for sale or lease in the ordinary course of 
business which cannot be legally sold or leased in this state. If goods which cannot be legally 
sold or leased are not reported by the taxpayer pursuant to Section 441, it shall be 
conclusively presumed that the value of the goods when discovered is the value of the goods 
on the preceding lien date. 

"Business inventories" shall also include goods held by a licensed contractor and not yet 
incorporated into real property.  

V. Discussion 
  In a letter dated December 24, 2013, the Board's Legal Department opined that the business inventory 

exemption applies to space flight property fabricated and used to transport satellites and cargo to 
locations in outer space and over which the owner relinquishes ultimate control at launch, and that 
Rule 133 should be amended to specifically address space flight property governed by federal statutes and 
regulations. Revisions to Rule 133 were proposed to clarify that such space flight property qualifies for 
the business inventory exemption. 

 The United States regulates the export of certain goods and technologies broadly related to national 
defense, including space flight property, through a number of laws and regulations that involve multiple 
federal agencies including the Department of State, the military, NASA and the intelligence agencies.  
Chief among those laws and regulations are the Arms Export Control Act (AECA) (22 U.S.C. § 2778) 
and the International Traffic in Arms Regulations (ITAR) (22 C.F.R. parts 120-130). The December 24  
letter explained that the space flight industry is heavily regulated by relevant federal statutes and 
regulations including the AECA and ITAR, creating a unique market in which the technical sale of goods 

                                                           
1 All statutory references are to the Revenue and Taxation Code unless otherwise indicated. 
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is constrained to make the transfer of title of space flight equipment extremely difficult, if not practically 
impossible. Such a situation was not contemplated by sections 129 and 219 which were enacted 
contemplating an open and free market, and not a market with barriers to sale placed by the federal 
government due to national security and foreign policy concerns. In such an environment, the 
relinquishment of control to federal authority at launch should qualify as a sale within the meaning of the 
business inventory exemption.   

 
 In Letter To Assessors 2014/004, Property Tax Rule 133, Business Inventory Exemption, dated 

January 8, 2014, interested parties were advised that a project had been initiated to propose revisions to 
Rule 133. Interested parties were given the opportunity to provide comments by January 31, 2014, and 
several submissions both in support of and in opposition to the proposed amendments were received and 
are summarized below. All comments received are included as attachments to this issue paper in 
Attachment B. At an interested parties meeting held on February 6, 2014, various comments in support of 
and in opposition to the proposed amendments were discussed. 

 Comments in Support 

• Capitol Strategies Group.  The proposed amendments are a proper exercise of the Board's 
authority to prescribe rules and regulations and will promote uniformity.  The proposed 
amendments are faithful to Rule 133's spirit and intent and reflect the proper interpretation of the 
governing statute. 

• United Launch Alliance. United Launch Alliance supports the proposed amendments and 
suggested several revisions to the language.  As a result of the interested parties meeting, one 
revision was made to the amendments that staff believes is responsive to United Launch 
Alliance's suggestions. 

• Reliance Machine Products.  The proposed amendments are a proper exercise of the Board's 
authority to prescribe rules and regulations, will ensure the rule's equitable application throughout 
the state, and will contribute to maintaining a prosperous aerospace industry in California. 

• Wesco Aircraft. The proposed amendments are a proper exercise of the Board's authority to 
prescribe rules and regulations, will ensure the rule's equitable application throughout the state, 
and will contribute to maintaining a robust aerospace sector in California. 

• Commercial Spaceflight Federation. The proposed amendments are supported by the Commercial 
Spaceflight Federation, a trade organization with over 45 members, as a proper classification of 
space-related inventory which would help ensure California's space technology innovators stay in 
business in California. 

 Comments in Opposition 

• California Assessors' Association.  The California Assessors' Association requested a delay in the 
deadline for comments to the proposed amendments due to the noted progress of Assembly 
Bill 777 and concerns about a rulemaking process being opened concurrently with an active 
assessment appeal addressing the same issue. 

• Los Angeles County Assessor's Office.  The Los Angeles County Assessor's Office objects to the 
proposed rule on the grounds that the proposed rule exceeds the Board's authority, is inconsistent 
with the applicable governing statute, and conflicts with the Board's previous instructions 
regarding the business inventory exemption. 
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• Santa Clara County Assessor's Office.  The Santa Clara County Assessor's Office objects to the 
proposed rule for the same reasons expressed by the Los Angeles County Assessor's Office and 
also objects based on staff initiating a rulemaking process impacting the entire state based on 
what appears to be a single anonymous inquiry, on the possibility that spaceflight companies are 
creating reusable spaceflight property that would not properly be business inventory, and on not 
offering a compelling state interest for providing a company with an ongoing appeal matter a 
"very special benefit" exempting it from normal due process. 

As noted above, on February 6, 2014, Board staff held an interested parties meeting in Sacramento to 
discuss the proposed revisions to the rule and to address issues presented by interested parties. Staff 
explained that it was responsible for initiating the informal discussion regarding a potential rulemaking 
process and that the formal rulemaking process cannot begin unless the Board authorizes such action. 
Because the issue of the qualification of spaceflight property as exempt business inventory is one that has 
potential statewide significance and is interpretative of and consistent with existing statutes, it is the 
proper subject of potential rulemaking. Staff further explained that the proposed amendments to Rule 133 
were more narrow than the exemption afforded by AB 777. Rule 133 applies only to business inventory, 
while AB 777 would exempt all spaceflight property whether inventory or not.  Responses to additional 
objections raised by the Los Angeles County Assessor's Office and the Santa Clara Assessor's Office are 
provided below: 

• The proposed amendments to Rule 133 do not exceed the Board's authority.  Government Code 
section 15606, subdivision (c), authorizes the Board to "[p]rescribe rules and regulations to 
govern . . .  assessors when assessing," and to promote uniformity of assessment throughout the 
state. Additionally, Government Code section 15606, subdivision (f), authorizes the Board to 
prescribe "rules, regulations, instructions, and forms relating to classifications of kinds of property 
and evaluation procedures."  

• The proposed amendments to Rule 133 are not inconsistent with applicable statutes governing 
business inventories. Sections 129 and 219 exempt and define business inventories.  Together, 
the statute exempts certain goods that are for sale.  Although the California Uniform Commercial 
Code defines sale as the passage of title, the term sale has been more broadly defined in other tax 
contexts (e.g., for sales and use tax purposes).  In fact, but for the fact that there is a specific 
exemption for sale of spaceflight property in the Sales and Use Tax Law,2 such a transaction 
contemplated by the proposed Rule 133 amendments would have been subject to sales tax.  The 
proposed Rule 133 amendments are very narrowly tailored to interpret sections 129 and 219 to 
include as business inventory only spaceflight property regulated by federal statutes and 
regulations and for which control is relinquished upon launch under federal law.  Finally, section 
129's prohibition against the inclusion as business inventory of goods that cannot be legally sold 
was intended to apply to goods that are sold in criminal activity.  (See Letter To Assessor (LTA) 
86/90.) 

• The proposed amendments to Rule 133 are not counter to prior Board-issued advice.  Rule 133 
was enacted in 1968 to interpret section 129.  Since that time, the Board has issued guidance on 
what property qualifies for the business inventory exemption, including LTAs discussing goods 
transferred with nonprofessional services (LTA 2000/59), goods transferred with professional 
services (LTA 80/69), and goods which cannot be legally sold (LTA 86/90).  Further, in the past, 
the Board has amended Rule 133 to clarify the treatment of specific property.  Specifically, 
Rule 133 was amended substantively in 2000 to allow oak wine barrels used in the wine 
manufacturing process to qualify for the business inventory exemption. No previous guidance, 

                                                           
2 Section 6380. 
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however, has been issued regarding space flight property that is the subject of this proposed 
amendment. 

• The initiation of the rulemaking process was not based on a single anonymous inquiry.  Staff 
initiated discussion regarding a potential rulemaking process because the issue of the qualification 
of spaceflight property as exempt business inventory is one that has potential statewide 
significance, and such rulemaking would be interpretative of and consistent with existing statutes.  
Therefore, it is the proper subject of potential rulemaking.   

• The proposed amendments to Rule 133 would not allow reusable property to qualify as business 
inventory.  The proposed Rule 133 amendments do not contemplate that reusable spaceflight 
property would qualify as business inventory.  As discussed below, additional revisions were 
made to the amendments to clarify this point.   

• The proposed amendments to Rule 133 do not provide a special benefit to a particular taxpayer.  
The proposed Rule 133 amendments have potential statewide significance and comments were 
received from multiple taxpayers, including the Commercial Spaceflight Federation—a trade 
organization representing more than 45 members including many in California.  The proposed 
amendments to Rule 133 do not offer a special benefit, but is rather the proper exercise of the 
Board's rulemaking authority to prescribe rules and regulations for a unique industry to facilitate 
uniformity.  Further, in any potential controversy, a taxpayer must demonstrate that its property 
qualifies under the amendments to Rule 133.   

As a result of the February 6, 2014 interested parties meeting, agreement was reached on two 
amendments to the proposed rule. As mentioned above, the first clarifies that only space flight property 
that may not be reused under federal law could qualify as business inventory.  The second defines the 
phrase "control over which is relinquished by the owner upon launch" as the transfer of control to the 
Range Safety Officer pursuant to federal law. Both amendments are reflected in Attachment A. 

On February 11, 2014, interested parties were provided a copy of the revised rule language (as shown in 
Attachment A). Subsequent comments received are contained in Attachment C. 

Because all potential interested parties were notified, objections answered, and agreed upon revisions 
made to the proposed amendments, staff does not believe additional interested parties meetings can be 
expected to result in the receipt of additional new information or in any changes to staff's 
recommendation.  Finally, any continuing objections or new information may be presented to and 
considered by the Board as part of the public hearing that is required as part of the formal rulemaking 
process.  

VI. Alternative 1 - Staff Recommendation 
 Authorize publication of revisions to Rule 133 to initiate the formal rulemaking process.  

A. Description of Alternative 1 
 Staff recommends that the Board authorize publication of amendments to Rule 133, as set forth in 

Attachment A, to initiate the formal rulemaking process.     

B. Pros of Alternative 1 
Authorizing publication of amendments to Rule 133 and initiating the formal rulemaking process will 
expedite clarification of Rule 133 to help ensure that all county assessors are uniformly applying the 
provisions of the business inventory exemption to spaceflight property fabricated and used to 



Board-1489-J REV. 3 (10-06)   
FORMAL ISSUE PAPER   

 Page 6 of 12 

transport satellites and cargo to locations in outer space and over which the owner must relinquish 
ultimate control under federal law to a Range Safety Officer at launch.  Such amendments are 
consistent with the governing statutes and the Board's rulemaking authority as exercised in past 
amendments to Rule 133.  Further, while previous Board guidance has generally discussed the 
business inventory exemption, the specific treatment of space flight property is not contained in any 
previous guidance issued by the Board.  The proposed amendments to Rule 133 would clarify the 
treatment of such property. 

C. Cons of Alternative 1 
 Interested parties raised a number of objections which are discussed and responded to in the 

Discussion section above. 

D. Statutory or Regulatory Change for Alternative 1 
 Action by the Board to adopt revisions to Property Tax Rule 133 will amend title 18 of the California 

Code of Regulations, chapter 1, subchapter 3, section 133. 

E. Operational Impact of Alternative 1 
 None 

F. Administrative Impact of Alternative 1 
1. Cost Impact 

Development of Property Tax Rules is within the scope of the statutory duties of the Property and 
Special Taxes Department and will be absorbed by existing staff.  

2. Revenue Impact 
 None 

G. Taxpayer/Customer Impact of Alternative 1 
County assessors will be provided with guidance in order to help ensure that the business inventory 
exemption is uniformly applied to all taxpayers relative to space flight property fabricated and used to 
transport satellites and cargo to locations in outer space and over which the owner must relinquish 
ultimate control at launch under federal law to a Range Safety Officer.  

H. Critical Time Frames of Alternative 1 
 None 

 
VII. Alternative 2 – Initiate an Interested Parties Process 

A. Description of Alternative 2 
Initiate an interested parties process to further consider amendments to Rule 133. 

 
B. Pros of Alternative 2 

Directing staff to initiate an interested parties process to discuss issues and draft revisions to Rule 133 
may result in a broader consensus of the interested parties who participate in the process.  
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C. Cons of Alternative  2 
 Initiating an interested parties process will delay any eventual revisions to Rule 133.  Further, since 

potential interested parties were notified, objections answered, and revisions made to the proposed 
amendments, a delay in authorization of the formal rulemaking process may yield no new 
information, and, if such additional information exists, it may still be presented and considered during 
the formal rulemaking process. 

 
D. Statutory or Regulatory Change for Alternative 2 
 None 
 
E. Operational Impact of Alternative 2 
 None 
 
F. Administrative Impact of Alternative 2 

1. Cost Impact 
 Conducting an interested parties process to discuss proposed changes to a Property Tax Rule is 

within the scope of the duties of the Property and Special Taxes Department and will be absorbed 
by existing staff. 

2. Revenue Impact 
 None 

 
G. Taxpayer/Customer Impact of Alternative 2 
 Taxpayers and other interested parties will be given the opportunity to provide additional input on any 

proposed revisions to Rule 133. 
 
H. Critical Time Frames of Alternative 2 
 None 

 
VIII. Alternative 3 – Do Not Amend Rule 133 

A. Description of Alternative 3  
Do not approve authorization to amend Rule 133 as proposed. 

 
B. Pros of Alternative 3 

The Board would not incur the workload associated with processing and publicizing the amended 
regulation. 

 
C. Cons of Alternative  3 
 Rule 133 would not be clarified to include certain space flight property as qualifying business 

inventory. 
 
D. Statutory or Regulatory Change for Alternative 3 
 None 
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G. Operational Impact of Alternative 3 
 None 
 
H. Administrative Impact of Alternative 3 

1. Cost Impact 
 None 

2. Revenue Impact 
 None 

 
G. Taxpayer/Customer Impact of Alternative 3 
 Without amendment to Rule 133, there may be confusion as to whether space flight property that is 

the subject of the amended rule qualifies as business inventory. 
 
H. Critical Time Frames of Alternative 3 
 None 

 
Preparer/Reviewer Information 

Prepared by:  Legal Department 

Current as of: February 14, 2014 
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RULE 133. BUSINESS INVENTORY EXEMPTION. 

Authority Cited:  Section 15606, Government Code. 
Reference:  Sections 129 and 219, Revenue and Taxation Code. 
 
(a) SCOPE OF EXEMPTION. 

 (1) "Business inventories" that are eligible for exemption from taxation under Section 129 of the Revenue 
and Taxation Code include all tangible personal property, whether raw materials, work in process or finished 
goods, which will become a part of or are themselves items of personalty held for sale or lease in the ordinary 
course of business. 

 (A) The phrase "ordinary course of business" does not constitute a limitation on the type of property 
which may be held for sale or lease, but it does require that the property be intended for sale or lease in 
accordance with the regular and usual practice and method of the business of the vendor or lessor. 

 (B) The phrase "goods intended for sale or lease" means property acquired, manufactured, produced, 
processed, raised or grown which is already the subject of a contract of sale or which is held and openly offered 
for sale or lease or will be so held and offered for sale or lease at the time it becomes a marketable product. 
Property which is ready for sale or lease must be displayed, advertised or otherwise brought to the attention of 
the potential purchasers or lessees by means normally employed by vendors or lessors of the product. 

 (2) "Business inventories" includes: 

 (A) Containers or container material such as kegs, bottles, cases, twine and wrapping paper, whether 
returnable or not, if title thereto will pass to the purchaser or lessee of the product to be sold or leased therein. 

 (B) New and used oak barrels used in the manufacturing process that physically incorporate the flavor- 
and aroma-enhancing chemical compounds of the oak into wine or brandy to be sold, when used for this 
purpose. However, an oak barrel is no longer business inventory once it loses the ability to impart the chemical 
compounds that enhance the flavor and aroma of the wine or brandy. An "oak barrel" used in the manufacturing 
process is defined as having a capacity of 212 gallons or less. Oak barrels not used in the manufacturing process 
but held for sale in the ordinary course of business are also considered business inventory. 

 (C) Materials such as lumber, cement, nails, steel beams, columns, girders, etc., held by a licensed 
contractor for incorporation into real property, providing the real property will not be retained for the licensed 
contractor's use. 

 (D) Crops and animals held primarily for sale or lease and animals used in the production of food or 
fiber and feed for animals in either category. 

 (E) Space flight property, not reusable for space flight under federal law, listed in the International 
Traffic in Arms Regulations (22 CFR § 121.1) as a defense article on the United States Munitions List, the 
control over which is relinquished by the owner upon launch. 

  (i) "Space flight" means any flight designed for suborbital, orbital, or interplanetary travel by a space 
vehicle, satellite, space facility, or space station of any kind. 

  (ii) The phrase "control over which is relinquished by the owner upon launch" means the transfer of 
control to the Range Safety Officer pursuant to federal law. 

(b) EXCLUSIONS. Property eligible for the "business inventories" exemption does not include: 

 (1) Property of any description in the hands of a vendee, lessee or other recipient on the lien date which has 
been purchased, leased, rented, or borrowed primarily for use by the vendee, lessee or other recipient of the 
property rather than for sale or lease or for physical incorporation into a product which is to be sold or leased. 
Examples of property excluded from business inventories are office supplies, furniture, machines and 
equipment and manufacturing machinery, equipment and supplies such as dies, patterns, jigs, tooling or 
chemicals used to produce a chemical or physical reaction, and contractors' supplies, tools, concrete forms, and 
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other items that will not be incorporated into and become a part of the property. Also ineligible are materials 
that a contractor is holding to incorporate into real property that will be retained for his own use. 

 (2) Property being used by its owner for any purpose not directly associated with the prospective sale or 
lease of that property. 

 (3) Property actually leased or rented on the lien date. 

 (4) Property which has been used by the holder prior to the lien date, even though held for lease on the lien 
date. 

 (5) Property intended to be used by the lessor after being leased or during intervals between leases even 
though held for lease on the lien date. 

 (6) Property in the hands of a lessor who, with intent to enjoy the benefits of the inventory exemption, had 
leased the property for a period that expired shortly before the lien date but who renewed, extended or 
renegotiated the lease shortly thereafter. 

(c) SERVICE ENTERPRISES. Property held by a person in connection with a profession which is primarily a 
service activity such as medicine, law, architecture or accountancy is not "business inventories" held for sale or 
lease even though such property may be transferred to a patient or client incidental to the rendition of the 
professional service. Property held by enterprises rendering services of a nonprofessional type such as dry 
cleaners, beauty shop operators and swimming pool service companies is to be regarded as "business 
inventories" held for sale if such property is delivered as an item regularly included in the service. 

(d) REPAIRERS AND RECONDITIONERS. Persons engaged in repairing or reconditioning tangible 
personal property with the intent of transferring parts and materials shall be regarded as holding said parts and 
materials as "business inventories." 

(e) AGRICULTURAL ENTERPRISES. Animals, crops and feed held primarily for sale or lease in the 
ordinary course of business are included in the term "business inventories," as are animals used in the 
production of food or fiber and feed for such animals. 

 (1) "Animals used in the production of food and fiber" includes all animals customarily employed in the 
raising of crops or for the feeding, breeding and management of livestock, or for dairying, or any other confined 
animals whose products are normally used as food for human consumption or for the production of fiber useful 
to man. Excluded are animals held by an owner or lessee principally for sport, recreation or pleasure such as 
show animals, horses kept for racing or horses and other animals kept as pets. 

 (2) The term "crops" means all products grown, harvested, and held primarily for sale, including seeds held 
for sale or seeds to be used in the production of a crop which is to be held primarily for sale. It does not include 
growing crops exempted pursuant to Article XIII, section 3 (h), of the California Constitution or fruit trees, nut 
trees, and grapevines exempted by section 223 of the Revenue and Taxation Code. 

 (3) The term "food" means property normally considered as food for human consumption. 

 (4) Feed for animals held primarily for sale or lease or for animals used in the production of food or fiber 
constitutes "business inventories" subject to exemption. It includes every type of natural-grown or commercial 
product fed to animals except medicinal commodities intended to prevent or cure disease unless the medicinal 
commodities are purchased as a component part of feed for such animals. 

History:  Adopted November 20, 1968, effective December 21, 1968. 
Amended January 7, 1970, effective February 8, 1970. 
Amended January 6, 1971, effective February 18, 1971. 
Amended February 5, 1975, effective March 20, 1975. 
Amended August 20, 1980, effective November 14, 1980. 
Amended October 10, 1984, effective February 21, 1985. 
Amended January 5, 2000, effective July 26, 2000. 
Amended and effective April 6, 2001. 
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RULE 133. BUSINESS INVENTORY EXEMPTION. 
Authority Cited: Section 15606, Government Code. 
Reference: Sections 129 and 219, Revenue and Taxation Code. 
(a) SCOPE OF EXEMPTION. 
(1) "Business inventories" that are eligible for exemption from taxation under Section 129 of the 
Revenue and Taxation Code include all tangible personal property, whether raw materials, work 
in process or finished goods, which will become a part of or are themselves items of personalty 
held for sale or lease in the ordinary course of business. 
(A) The phrase "ordinary course of business" does not constitute a limitation on the type of 
property which may be held for sale or lease, but it does require that the property be intended for 
sale or lease in accordance with the regular and usual practice and method of the business of the 
vendor or lessor. 
(B) The phrase "goods intended for sale or lease" means property acquired, manufactured, 
produced, processed, raised or grown which is already the subject of a contract of sale or which 
is held and openly offered for sale or lease or will be so held and offered for sale or lease at the 
time it becomes a marketable product. Property which is ready for sale or lease must be 
displayed, advertised or otherwise brought to the attention of the potential purchasers or lessees 
by means normally employed by vendors or lessors of the product. 
(2) "Business inventories" includes: 
(A) Containers or container material such as kegs, bottles, cases, twine and wrapping paper, 
whether returnable or not, if title thereto will pass to the purchaser or lessee of the product to be 
sold or leased therein. 
(B) New and used oak barrels used in the manufacturing process that physically incorporate the 
flavor- and aroma-enhancing chemical compounds of the oak into wine or brandy to be sold, 
when used for this purpose. However, an oak barrel is no longer business inventory once it loses 
the ability to impart the chemical compounds that enhance the flavor and aroma of the wine or 
brandy. An "oak barrel" used in the manufacturing process is defined as having a capacity of 212 
gallons or less. Oak barrels not used in the manufacturing process but held for sale in the 
ordinary course of business are also considered business inventory. 
(C) Materials such as lumber, cement, nails, steel beams, columns, girders, etc., held by a 
licensed contractor for incorporation into real property, providing the real property will not be 
retained for the licensed contractor's use. 
(D) Crops and animals held primarily for sale or lease and animals used in the production of food 
or fiber and feed for animals in either category. 
(E) Space flight property listed in the International Traffic in Arms Regulations (22 CFR section 
121.1) as a defense article on the United States Munitions List, the control over which is 
relinquished by the owner upon launch. "Space flight" means any flight of a launch vehicle 
designed for suborbital, orbital, or interplanetary travel by - a involving any type of space 
vehicle, satellite, space facility, or space station of any kind. 
 i) For the purposes of (E) above, tThe phrase, “control over which is relinquished upon 
launch” , is intended to mean the transfer of control to the Range Safety Officer pursuant to 
federal law. 
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Meeting 







February 13, 2014 
 
 
I write on behalf of Santa Clara County to let you know that in the short window provided, we 
have quickly reviewed the proposed changes to the rule.  We remain opposed for the reasons 
outlined in our letter of February 3, 2014.  Fundamentally, only property that is “intended for 
sale or lease” can constitutionally be exempted from assessment.  SpaceX’s website (and its 
founder, Elon Musk) has repeatedly made clear that its intention is to build and operate a fleet of 
space capsules much like any other cargo transportation company.  As noted in a January 29 
Reuters article about the passage of AB 777, the competing effort to provide this tax break, 
SpaceX “along with Virginia-based Orbital Sciences Corp, have NASA contracts worth a 
combined $3.5 billion for a total of 20 cargo flights to the International Space Station…SpaceX 
is preparing for its third cargo run to the space station on Feb. 22. Other private space 
exploration companies have also set up shop in California, including Virgin Galactic…” 
 
Larry Stone 
Assessor 
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